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E-PAYMENTS THAT REALLY WORK 


Web-based payment systems have a nasty habit of looking great on paper and then falling flat in the 
marketplace. So it's risky to declare that now, maybe, after years of fits and starts, a new form of payment is 
actually making some headway. 

But that's exactly what appears to be happening in the realm of person-to-person ~ also called peer-to-peer 
- payments. A number of companies, including PayPal.com, dotBank and eCash Technologies, claim 
they've solved the problems that hobbled earlier payment systems. If their customer acquisition numbers are 
to be believed, splitting up the deposit on a beach house or taking wagers on March Madness will soon be 
as simple ~ and as commonplace ™ as sending e-mail. 

PayPal's method, known as "X payments" thanks to the company's recent merger with online bank X.cqm, is 
perhaps the best known of the person-to-person payment schemes. Like its competitors. X payments are in 
U.S. dollars, not substitute currencies or even precious metals. The method of delivery is equally simple: e- 
mail. The process of sending money is similar to that of sending an electronic greeting card. To send an X 
payment, the sender only needs to know the e-mail address of the person to whom he or she owes money. 
The sender opens an account at X.com and, from the X.com Web site, sends an e-mail containing the 
amount owed. In the background, X.com sets up an account for the recipient. 

The recipient goes to X.com's Web site, fills out a one-page form to activate his or her X.com account, and 
the payment is deposited into the account. To retrieve subsequent payments, only an identification and 
personal identification number are needed. Once the accounts are set up, depositors are sent a Visa 
automated teller machine/debit card, which makes it fairly easy to get money out of the system. X.com is 
free to users. It plans to make money by investing unused funds in its accounts. 

PayPal launched in November 1999. When X.com and PayPal announced plans to merge on March 2, each 
had about 250,000 accounts, says X.com founder and Chairman Elon Musk. He says the combined 
company is growing at about 50 percent per month and now has about 750,000 accounts. 

Musk says X payments are now accepted by more eBay merchants ~ 12 percent of the total - than Visa. 
According to PC Data, X.com has the most traffic of any financial site on the We.b, including Yahoo! Finance. 

It's clear dotBank Chief Executive Robert Simon puts his service in the same league as X.com's. He won't 
say exactly how many people use dotBank ( www.dotbank.com ). only that the number is in the "many 
hundreds of thousands." The company had a soft launch in December 1999 and will make a bigger splash, 
with partners including MyEvents.com, in a few weeks. 

DotBank links to the Visa International network to zap funds in and out of credit-card accounts. While X.com 
hopes to make money on funds sitting unused in customer accounts, much like a traditional bank, dotBank 
has to swallow fees charged by the credit-card association. These range from 1 percent to 5 percent of the 
transaction price. DotBank is free to consumers; merchants will pay about 1 percentage point above the 
credit-card association price. In return, dotBank will help merchants track purchases. DotBank also accepts 
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electronic checks. 

ECash ( www.di qi cash.conn ). rising out of the ashes of DigiCash, is a veteran compared to start-ups X.com 
and dotBank. DigiCash had a pilot progrann running in Germany with Deutsche Bank for four years; eCash is 
putting it into a full-blown launch. ECash can be funded from a savings, checking or credit-card account. 

While X.com is finding traction with individuals and dotBank is signing up community sites as partners, 
eCash is targeting banks. ECash CEO Drew Hyatt notes that X payments is essentially a dosed system, 
since both, parties need to have X.com accounts to pay each other. ECash would be transferable between 
any accounts at banks that both use eCash. All three players are looking to merchants' accounts to provide 
another boost. 

Forrester Research analyst Paul Hagen isn't convinced large merchants will race to accept the new payment 
systems. "The sites go, 'Big yawn' "he says. "Until the consumers want it, we're not going to touch this 
thing." 

Hagen believes those systems with staying power will prove themselves over the next year to 18 months. 
DotBank's Simon ventures a guess that the first company to reel in 5 million users will likely become the 
leader. In that case, the timeframe could be even shorter: X.com says it will reach 5 million users before the 
end of this year. 

Pers on 2 P e rso n Pa ym ent 

1 . Chris needs sent to Pat $51 .29 for a semi-antique desk set. 

2. He goes to the X.com Web site and opens an X account. From the Web site, Chris inputs the amount 
of money he needs to send ($51.29) and Pat's e-mail address. 

3. Pat receives the e-mail and, as it directs, goes to the X.conri site. 

4. Pat fills out a one-page form to open an X.com account and redeem the $51 .29. 


By Kimberly Weisul 
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E-Payments That Really Work 


By Kimberiy Weisuf 
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PayPal's iriedisxl. known as "X pay- 
ments" tlianks to die company's recent 
merger widi online bank X.conu is pcr- 
liaps die best known of the person- to- 
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diat of sending an electronic greeting 
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sends an e-mail containing the ainount 
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'['he recipient goes to X. corn's Web 
site, fills out a one-page fonu to activate 
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ment is deposited into the account. To 
retrieve subsequent pa)^nents, only an 
identification and personal identifica- 
Uoa number are needed. Once the 
acc-omits are set up, depositors are sent 
a Visa automated teller itiacliine/debit 
card, which makes it fairly easy to get 
money <tut of Uie system. X.ct)ni is free 
to users. It plans to make money by 
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PayPal launched in November 
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nounced plans to merge on March 2, 
ojich liad alxmt 2.50,000 accounts, 
says X.com founder and Cliairmaii 
Elon Musk. He says tiic combined 
company is growing at about 50 per- 
cent per ntondi and now has about 
750,000 accounts. 

Musk says X pay men ts arc now 
accepted by more eBay merchants - 
12 percent of the total ~ diati Visa. 
According u ► PC DaUi, X.com has the 
most traffic t)f any financial site on die 
Web, including Yahoo! Finance. 

It's clear dotBank Cliief Executive 
Rfibert Simon puLs his service in tlie 
same league as X. corn's. He won't say 
exactly how many people use dot Bank 
(wwvAdot bank. com), only diat die nuin- 
l)er is in the *^many hundreds of thou- 
sands." The company had a soft launch 
in December 1 9D9 and will make a big- 
ger splash, wilii partners including 
MyKvents.coni,in a few weeks. 

DotBank links to the Visa Interna- 
tional network to zap iunds in and out 
of credit-cord accounts. While X.com 
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unused in customer accounts, much 
like a tratlitional bank. dotBank fias to 
swallow fees charged by die credit- 
card a-ssociation. These range fmni I 
percent to ."i percent of die ti^ansaction 
price. DotBank is free to consumers; 
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also accepts electronic checLs. 

ECa.sh (www.di gicash.com), rising 
out of the ashes of DigiCash, is a vet- 
eran compared to start-ups X.com 
and dotBank. DigiCash had a pilot 
program running in (iermany with 
Deutsche Bank for four years; eCash 
is putting it into a full-blown launch. 
ECash can be funded from a savings, 
checking or credit-card acccmnt. 

While X.com Is finding traction 
with individuals and dotBank is sign- 
ing up community sites as partners, 
cC^ash is targeting banks. ECash CEO 
Drew Hyatt notes Uiat X payments is 
essentially a closed system, since both 
parties need to have X.com accounts to 
pay each other. ECash would be trans- 
ferable bet^veen any accounts at banks 
that both use eCash. All dxree players 
are looking to nierclia:its' accounts to 
provide anodier boost. 

Forrester Research analyst Paul 
Hagen isn't convinced large merchants 
will race to accept die new payment 
systenLS. "The sites go, 'Big )'awn ' " he 
says. "Until the consumers want it, 


v/c'ix*. not going to touch tliis diing." 

fiagen l)clieves those systems vvitli 
stayirjg power will pn>vc themselves 
over die next year to IS inondis. Dot- 
Bank's Simon ventures a guestf that tiic 
first company to reel in 5 million users 
will likely l>ecomc the leader. In that 
case, the timeframe could be even 
shorter: X.cenn says it will reach 5 mil- 
liori users before t\ le end of this year. A 
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